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Market

Braces for
Record U.S.
Soybean Crop

This year’s soybean acreage is stro
evidence that a major goal of the
1996 farm legislation—to increase
market orientation—has been achieved.
U.S. farmers have more flexibility to pla

as many soybeans as they believe may|b,

sold to growing domestic and internatiof
al markets.

Acreage and crop conditions to date su
gest a record 1997 U.S. soybean crop.
Soybean marketers will have to turn to
growing international as well as domest
markets to sell the expected 1997 bumg
crop.

U.S. soybean farmers responded to this

spring’s strong prices by planting an estj- planting flexibility by excluding 15 per-

mated 70.9 million acres, up 10 percent
and the highest in 15 years, according t
USDA's JuneAcreagereport. This would

be the third-largest soybean area plante
on record and the first time in history th
U.S. planted acreage for soybeans has
exceeded wheat area. The bumper crop
expected to pressure 1997/98 U.S. farm
prices into the range of $5.40-$6.60 per|

bushel, down sharply from 1996/97's es
mated season average of $7.38.

Expected record supplies are projected
lift both domestic crush and U.S. soybe
exports to record volumes of 1.485 billig
and 0.945 billion bushels, respectively.
Recent trade agreements that have re-
moved international barriers and opene
U.S. export markets should provide a w|
come boost. However, sensitivity in som
European markets to the importation of
new, genetically modified soybeans, ang
related discussions of product labeling,
represent potential hurdles for future U.
exports.

1996 Farm Act Facilitates
Acreage Gains

Prior to 1996, each farmer participating
the commodity programs had an estab-
lished crop-specific base acreage for
wheat, feed grains, cotton, or rice.
Government program payments for mos
crops were based on a 5-year average

acreage planted or considered planted to

program crops. Soybeans were not amg
the commodities for which farmers
received payments.

NBarmers were frequently reluctant to ris
reducing future deficiency payments by
chasing potentially temporary spikes in
soybean prices and planting soybeans

Minstead of program crops. Consequently

Righ cash prices for soybeans did not

-always provide enough incentive to sun

mon the amount of U.S. acreage neede

to satisfy growth in world market deman

J-Instead, foreign producers were often le
with an opportunity to capture these
gains. Between 1985 and 1995, combin

CBrazilian and Argentine soybean produg

etion increased 69 percent, compared wi
U.S. growth of only 4 percent.

Farm legislation in 1990 initiated greate

ti-has become the major determinant for
crop selection.

td~arm prices for soybeans climbed above
ar$8 per bushel this spring, the highest level
nsince the 1988 drought as the market
rationed dwindling stocks. Despite a rela-
tively large 1996 harvest, it became
] apparent early in the year that robust
eldomestic use and exports were drawing
edown U.S. stocks of soybeans rapidly and
driving the price rise. Projected yearend
| stocks of 125 million bushels for the
September-August 1996/97 marketing
Syear would be the smallest inventory in
two decades.

Farmers responded to last spring’s very
attractive price signals by expanding soy-
~ bean planting, mostly at the expense of
INcorn, wheat, and sorghum acreage. Every
state will have more soybean area this
year, with the sole exception of Ohio,

which held to its 1996 record acreage.
t

DfSpring planting conditions for soybeans

were nearly ideal this year, unlike the very

NGte start in 1996. Moisture this summer
has been favorable, pushing the U.S. aver-
age soybean yield forecast to 39.3 bushels
per acre, second only to 1994/95's 41.4

K and up from last year’s 37.6. The combi-
nation of high acreage and yields is
expected easily to push 1997/98 soybean
production beyond the 1994/95 record of

, 2.517 billion bushels. As of August 12,
1997 production was forecast at a record

- 2.744 billion bushels. The final output will

ddepend on growing conditions through

dharvest, which is expected in September

ftand October for most of the crop.

o supplement tight U.S. supplies, the

" first-ever shipments of soybeans from
(NBrazil began arriving this summer. Larger
imports were made possible by a histori-
cally wide price differential between U.S.
I and Brazilian ports. These imports will be
a short-lived phenomenon and will likely

cent of each producer’s base acreage florevert to only 5 million bushels in

0 deficiency payments. Program partici-
pants were allowed to plant any field cr¢

don the excluded acreage without sacrifig

ating base acreage and future payment e
gibility. The 1996 Farm Act completely
isliminated any link between farm pay-
ments and the crops grown. Expected
relative market returns between crops

1997/98 as record U.S. supplies become

DPavailable. In fact, both Brazil and

- Argentina will likely import new-crop

I-U.S. soybeans later this year, crush them,
and export the products. By then U.S.
soybean prices will be much lower, and
domestic supplies available to South
American crushers will be very short

because of Brazil's prolific summer
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exports and a dvught-educed hafest in
Argentina.

The US. is not the onl county where
famers hare responded to sing world
soybean pices.The world’s second-
leading poducer of sgbeansBrazil, is
also expected to pyduce aecod hawvest
next year Attractive sybean pices,an
improved farmm debt situdion, and im-
provements in @nspotation infrastuc
ture ae encouaging Brazilian famers to
plant moe sybeans thanwer, including
some land neer bebre farmed

A 1996 poliy chang eliminded Brazil's
system of diferential export taxes tha
had been used to encage domestic @-
cessing For sg/beansgliminaing the tax
not onl filtered davn to poduces in the
form of higher pices a the famm, but also
erased domestic pcessas’ advantaje
over sybean &porters.As a esult,soy-
bean &ports from Brazil dramdically
increased last spprg and summemore
than douke the pevious years wlume
However, Brazilian cushes hae been
compelled to opete their fcilities d a
reduced leel this year as dreign huyers
have outbid themdr domestic supplies.

Together the US. and Brazil accounted
for 70 pecent of global sgbean output in
1996/97 with shaes of 51 and 19 per
cent.A larger ciop is also pojected or
the world’s third-largest poducer
Argentina (9-pecent world shae in
1996/97),0n the stength of &panded
area and impoved yields.

Trade Racts Boost Gowth
In Key U.S. Markets

Recent tade pacts arexpected to
increase US. exports to two key mar
kets—the Euspean Union (EU) and
Mexico—while growing demand is
improving prospects in China.

The European Unioris the world’s laigest
import maket for soybeans and stean
meal. In 1995/96).S. so/bean &ports to
the EU were 7.8 million metic tons (\al-
ued & $2.1 billion),about one-thid of
total U.S. so/bean tade U.S. sgybean
mealexports to the EU totaled 0.9 million
tons (nedy $200 million),about 15 per
cent of total US. so/bean meal ide EU

soybean impats in 1997/98 ar expected

Soybean Prices to Dip As Stocks Recover

Million bu. $/bu.

500 8
Season-average fam pice == .. "

B - 6

250 -

- 4
- 2

Ending stocks I
0

1991/92 93/94

1996/97 estimated, 1997/98 projected range.

Economic Research Service, USDA

to slip because okrod EU oilseed po-
duction,although impats of sgybean
mealshould ebound bllowing a mild
downtum the past 2 gas.

In 1992 the US. and EU completed bita
eral trade ngotiations tha produced a
common US.-EU position—knan as the
Blair House greement—with espect to
several unesolhed aricultural issues in
the then-onging Uuguay Round of tade
negotiations. Under the tens of a side
accod to the Blair Housegieementthe
EU committed to a maxiom aea br
oilseed poduction with penaltiesof over
planting

EU produces ae curently very close to
their maxinum alloved oilseeds aa,if
not alead in excess.Thus,future gowth
in protein meal demand wst be inceas
ingly filled by non-EU soures. Impots
of sunfowerseed fom the Nevly
Independent Stes of the érmer Swiet
Union, and Easter Euilopean countes
(which lak adequte piocessingdcili-
ties), have risen in ecent yas. By pio-
cessing high-oil-type oilseed$e EU is
self-suficient in vegetable oil production.
However, substantial EU sdean impais
from the US. and SouttiAmerica ae still
necessarto obtain the sup@nr protein
meal of thosegorting regions.

95/96 97/98

U.S. trade bariers with Mexico, one of
the world’s most apidly growing so/bean
customes, have beendlling since imple
mentdion of the Noth American Fee
TradeAgreement (MFTA). Prior to
NAFTA, Mexico had a seasonal ifdrof
15 pecent on US. so/beans. Under the
treay this taiff, as well as duties on g8
bean meal and oilill be phased outver
10 years, giving the US. a unique adan
tage in suppying this expanding maket.
Improvements in Mgico’s rail links & the
border hae also gpedited oilseed &de
between the tw counties.

Since 1994 implemertian of NAFTA,
thevalue of anrual U.S. expotts of sg-
beans to Meico has inceased 50 peent.
However, the incease s not all due to
NAFTA implementdion. The initial yeas
of NAFTA coincided with signitant
changes in the domestiageicultural poli
cies of the US,, Canadaand Meico and
in the global tade polig ervironment. In
addition, the peso dsis and subsequent
recession in Mdco serously dismupted
trade in 1995¢pverwhelming the dects of
the ealy taiiff reductions under AFTA.
Further, adverse weaher conditions,
which afected Maican gain and ctle
production,influenced tade in seeral
agricultural commaodities in Ndh
American makets.



8 Economic Research Service/USDA

Agricultural Outlook/September 1997

Commodity Spotlight

ERS anajsis which isolaed the economig
impacts of MFTA from other deelop-
ments estimizd tha U.S. sgybean &ports
to Mexico were 2-5 pecent higher in
1996 than thg would hare been without
the ieduction in tade batiers under
NAFTA.

For 1997/98jmport volumeis forecast
neaty 30 pecent dove 5 years ealier.
Cunulative 1997 Meican sybean
imports from the US. to dde ae 16 per
cent dove a year @o. Mexico’s rapidly
expanding cushing caacity is supplied
almost entiely by U.S. expotts. Very little
soybean poduction nwv exists in M&ico
following the damaic rise in less cosil
imports from the US. and substantial
reforms in Mican fam policy. On the
other handMexican sgybean oil impots
have been cut because of thedger oil
supplies being mduced § domestic
processcs.

Chinawas taditionally a net gporter of
sgybeans and sthean mealmainly sup
plying otherAsian makets. In the
1993/94 maketing year China &ported
1.1 million metic tons of sgheans and
1.05 million tons of sghean meal.
However, a rapidly expanding domestic
mairket is cutting into xportable supplies.
Only 200,000 tons of sweans and
30,000 tons of sdean meal & pojected
to be &ported from China in 1997/98.

With greaer havested aga ppjected or
1997/98,Chinas sgybean output isdre-
cast up 7 peent. Een with a lager
domestic outputhooming consumption
has tansbrmed China into a major
importer. While Chinas per caita con
sumption of metaand cooking oils is still
among the wrld’s lowest,rising incomes
have led to geaer spending ¥ Chinese
consumes in recent yais to impove
diets. Since 199XChinas total sgbean
consumption has ndgrdoubed. This has
required impots of sybeans and gtrean
products to supplement domestic suppli

Chinas domestic sgbean poduction has
lagged behind demand because of firef
cient pice and mateting systems and
outdded tetinolagy. Moreover, Chinas
agricultural policy typically skews pio-
ducer pices in &vor of rice, whea, com,
and cotton prduction,making it dificult

to expand sgbean aga.The govemment

procurement pice paid to Chinese go
bean &mers by local gain hureaus is
usually lower than the wrld maiket piice.
And intemnal taxes betveen povinces dis
courege movement fom major nothem
producing egions to the main consump
tion centes in the southmaking it moe
practical br these southararas to
import from &road

China’s impots of sybeans and strean
meal hae cdapulted fom only 160,000
and 50,000 tons in 1994/95 toojected
levels of 2.7 and 3.35 million tons in
1997/98. Ust 2 years ao, China impoted
only 3 pecent of the sgbean wlume of
Japan,the world’s lagest sgybean impat-
ing county. In 1997/98China’s sgbean
imports ae pojected to be merthan half
the wlume of &pan’s, making China the
world’s fourth-largest impoting county.
Dryness in someegions has akad/ cut
into curent pioduction and could push
Chinas sgbean and sdean poduct
imports ezen higher

Transgenic Sybeans
FaceTrade Hurdles

The deelopment of gneticaly modified
soybeans has the potential ®duce US.
farmers’ production costs. But these cen
modities fice a nmber of hudles in the

trade aena. Upon pproval in 1995 the

first signifcant US. commecial produc
tion of transgnic sybeans—egneticaly
modified to be herbicideesistant—bgan
last year with more than 1 million a@s
hawested Industy estimaes ae tha 12-
15 pecent of the 1997/98 3. crop will
be from transgnic sybean seed and
could be doule tha level in 1997/98.

One adantagge mary famers mg gain by
producing suhb varieties is the cost sa
ings from fewer herbicide pplications—
reduced i one-thid—without yield loss.
Although herbicideesistant seed costs
are higher than standawarieties,the cost
savzings can be substantiairffamers
with significant weed poblems. Other
geneticaly modified sybeans themay
be commerially produced within adw
yeas would enhance the usegpeties
and &t composition of the oilalthough
their high \alue would sgregate them
from comwentional uses in the mieet.

Produces inArgentina ae also planting
the herbicide-gsistant sgbean,as seed
adaptable for these aras becomesyail-
able. Argentine poduces mg hawest an
estimaed 3.25 million a@s in 1998.

Prior to 1997 Brazil had no plantasiety
protection Igislation tha would saé-
guad the p#ent ights of seed deslopes.
This prevented seedeseath and deel-

Soybean Crush and Exports to Reach Record-High Levels

Billion bu.

3
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opment within Bazil, including bio-
engneeed seeds. Ng, with sud legisla-
tion in place expeimental poduction of
transgnic sybeans is occuing, but
commecial output avaits govemment

approval.

EU protein meal needs digred in 1996
when meaconsumption dipped because
of the baine spongorm encghalopahy
or “mad cav” disease Gsis tha devasta-
ed Biitish beef poduction AO June
1996).At the same timgthis food scag
heightened the sensitly of EU counties
toward geneticaly modified oiganisms
(GMO’s) in their bod suppliesincluding
the herbicide-gsistant sgbeans.

In 1996,the EU g@proved impots of
these sgbeansconduding tha proces-
sing them into oil and meal desfed aly
novel genetic méerial. However, given
the aea constiints on EU oilseed pr
duction,and the incgasing amounts of
U.S.-produced GMO sghean impats,
some Euopeans hee epressed the desir
for product ldeling of GMO and non-
GMO sg/bean contentThere is no easy
method to visuayl or chemicall distin
guish a GMO waiiety from comventional
valieties.

In late duly, the Euppean Commission
agreed to guidelines on diting legisla-
tion for product ldeling required for
GMO content under its Nel Foods lg-
islation, with final plans due k& this year
For products manfactued without

GMO's, no labels would be equired but
cettified non-GMO poduct could welun-
taiily label (eg., “this product does not
contain.”). Mandé&ory labeling (eg.,
“this product contains”). would gply to
products knavn and erified to consist of
GMO maerial. For products possily
containing meerial of GMO oiigin but
with no evidence gailable, a mandgory
label (eg., “this product mg contain.”)
would be used

If the final directives qoply to all food or
feed poducts poduced fom GMO’s,
sudh labeling could equie GMO sgre-
gation beginning & the fam level.
Requiements 6r sgarate stoege space
would be imposed on comnuial han
dlers & grea expense Rail cas, bages,
port loading &cilities,and ocean
freightes would have to be dedidad to
GMO or non-GMO commoditieS.he
costs of compling with sut a system
could seiously undemine foreign impot
demand ér U.S. so/beans.

In 1996,Japan also pproved impots of
GMO sg/beans. Lage amounts of 3o
beans ar used diectly for food in dpan
sud as tofu. dpanese authiies ae nav
facing signifcant popular suppbfor reg-
ulation of transgenic food poducts.The
well-pubicized ilinesses causeq bonta
mination of some 6éod withe. coli bacte
ria cast doubt onapan’s food saéty sys
tem and still lingrs in the memaes of
mary consumes. Inteest in oganic sg-
beans i Japanese consunmehas

increasedalthough these arstill very
expensve and on} a small component of
the curent maket.

Under the ules of théworld Trade
Organizaion (WTO), required labeling of
commodities as ling GMO content
could be constred as a témical barier

to trade If the GMOS ae scientiically
detemined to be as safto consume as
corventional \arieties,the justifcation for
labeling would not be ppaent. But inter
naional consensus on this point has not
yet beeneaded

The US. Food and Dug Administration
has teared these GMQ' as posing no
thred to human healthlests ly USDA's
Animal and Plant Health Inspection
Sewice contuded thathis sybean wari-
ety posed noisk to the ntural erviron-
ment.Although some counes hae
detemined tansgenic sybeans & saé,
pubic perceptions of biotebnolagy have
pressued other gvemments to ban
domestic poduction,obtain impots from
altemate oiigins, or require labeling As a
result,the teament of GMOS in intena
tional trade will likely remain a subject of
discussiondr some time to come

Mark Ash (202) 219-0712
mash@econggov

Watch for . ..

* Qutlook for the U.S. corn industr
* Update on the Conseation Resere Poogram
* International trade in cattle and beef

* Farm labor issues

. .. In.upcoming issues of Agricultural Outlook
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High Prices
Pull Up U.S.
Rice Acreage

l l .S. famers planted wer 3 million
acres of ice in 1997 up nealy 9
percent fom 1996 and merthan

6 pecent higher than pduces’ planting

intentions eported in Mach. Nealy all of

the aea incease was Pr long gain lice,
grown almost gclusively in the South.

The inceased plantings—inditad in

USDA’'s ineAcreage report—were due

to relaively high iice pices a planting

compaed with thosedr altenative ciops
grown in the South—pmatrily so/beans.

When the 1996 &m Act was signed in
April 1996, mary industy anaysts
expected ice aceage to detine for a ew
yeass bebre stdilizing, then modesyl
increase to @-1996 Am Act levels.
Expectaions of detining rice aea aose
from provisions in the act thaeminated
deficiengy payments and supplmanae-
ment ppgrams,ending the connection
between income suppbmeasues and
histolic production of a pdicular coop
and dgving produces nuch greaer plant-
ing flexibility .

In fact,planted aga did dop nealy 10
percent in 1996. &mesrs in the South
took adriantaye of the oppdunity to

switch some ice aea to sgbeans and in
some cases to agras pices br these
crops vere \ety high a planting in 1996.
In mary of the southar rice planting
areas,soybeans a regulaly grown in

1- and 2-gar otaions with iice to
improve yields. Rice aa would likely
have detined e/en moe in 1996 hadice
prices not been high aseli.

During the sping planting peind, no
yearto-year decgase in the season-
average lice piice was pojected br the
1997/98 maketing year (August-dily).

But seasonagerage farm piices br both
soybeans and carwere expected to dip.
At the time both nev-crop futues and
monthly rice piices exceeded $10 per cwi
higher than ay season-zerage pice after
1980/81.

The 1997 US. rice ciop is estimted d
182 million cwt,up over 6 pecent flom
last year and theiffst increase since
19945 recod 198-million-cwt cop. Long
grain lice accountsdr this years pioduc
tion increaseestimaed a 127.3 million
cwt—12 pecent dove 1996. Long @ain
rice aceaye posted an inease of ver 15
percent flom 1996—to 2.28 million
acres—the esult of stonger pices br
long gain relative to otherice types.

In 1996/97 strong domestic and ovid
demand ér high-quality long cgin rice,
coupled with tightening L%. long gain
suppliesyaised the pce of souther long
grain éove pices br medium gain.
Medium gain ciops ae estiméd d 53.2
million cwt, down 4 pecent fiom last
year-the esult of a 20-peent dop in
southen medium gain plantings.

Output Up
For Southen Rice

The pojected @in in southar rice output
for 1997 is due ently to the incease in
planted aea,offsetting an gpected
dedine in average southen yield this year
to 5,546 pounds per a;idown from last
year's ecod of 5,851 Wet weaher
delayed plantings along theexas gulf
coast,making the aop moe suscptible
to damage from weedsdiseasesand
pestsas well as inceasing the potential
for hed stress lger in the season. Cool
spling weaher also delged emegence of
the cop.

’

In addition, the delged planting pevent
ed mosfTexas poduces from gowing a
second“ratoon; crop by reflooding the
stutble of the frst. About 40 pecent of
Texas poduces typically hawvest a atoon
crop, accounting ér ebout 10 pecent of
the st&e’s total output. Cold eeher this
spling also delged cop emegence in the
Delta, postponingield flooding and caus
ing mary famesrs to ely on herbicides
to contol weeds until theldod was
estdlished

Rice aea is up inikve of the six ice pio-
ducing stées,with the geaest inceases
appeaing in the Mississippi Deltaegion.
Arkansaswhich produces wer 40 pecent
of the US. crop, accountsdr 69 pecent
of the net gin in U.S. rice aea this par
All of the increase vas Dr long gain, the
bulk of it in the Mississippi Deltaegion
of the stée, accoding to stée extension
specialists. Other dis in the Deltaice-
growing region reported inceased a@age
as well—Mississippi and Missour
expanded long i@in plantings 29 and 8
percent,and stée extension specialists
believe notheast Louisiana plantings
are up.

Texas is the onl stae to eport dedining
rice aea br 1997. Long tpin aka—
which accountsdr over 95 pecent of the
stae’s clop—is davn 35,000 a@s,a 12-
percent detine, while medium gain aea
fell 5,000 aces,a 50-pecent detine. The
recent &m program danges accountdr

some of this loss. Because of higher costs,

Texas poduces had elied moe on fimm
program paments to mak rice faming
profitable. With the end of sut programs
in 1996,mary Texas landwners have
abandonedice faming and meed
acrege they had peviously maintained to
meet mininum planting equirements ér
rice piogram bendfs, into other uses.

Texas ice aceaye, however, had been
dedining steadiy in recent yars and is
down nealy 100,000 aas flom the edy
19905 and nedy 300,000 since 1980/81.
Texas poduces face seeral production
disadrantages compagd with other south
em stdes. Rrst,the stée is a high-cost
rice pioducer especialy in expensesdr
water, which must be pumped ém ruch
deger wells than in the Deltand br
which rice famers compete with urban
areas lile Houston. Secondonsideable
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seed is lost to migting blackbirds.
Finally, the dimate is too hot and moist
for mary fammers to poduce an economi
cally viable rotation crop. Mary produc
ers inTexas leae a potion of their land
idle, contibuting nothing to ceering
fixed expenses dimg the yeas when
their rice land is ested

Yields in Calibrnia, in contiast to the
South,are expected to xceed 1996 due tc
very favorable weaher thoughout the
growing seasonThe average yield in
California is estimeed d 8,200 pounds
per ace, up over 9 pecent fom 1996.
California pioduces atieve average
yields 40 pezent higher than in the
South.This is due paly to the cooler
drier dimate, which typically has less
pest and diseaseghtems and suppts
higher yielding waiieties. The Calibmia
“japonica”-type ice is viaved by most
intemaional kuyers as supéor to south
em medium gain rice for direct food use
and typicaly sells @ a pemium. In &ct,
the two lagest breign huyers of US.
medium gain rice—XJpan andlrurkey—
geneanlly purchase ont California rice.

California, which grows piimaiily medk
um gain rice and account®of the llk of
the US. medium gain ciop, reported tice
plantings of 515,000 aes,up 13,000
from 1996.,including a 7,000-aer
increase 6ér medium gain.An adlitional
5,000 aces of the inazase s in shar
grain plantingsaccounting ér the entie
25-pecent incease in US. shot grain
acregge. Shot grain lice, grown also in
Arkansasaccountsdr less than 1 peent
of U.S. rice ara. Calibrnia shot grain
acrege has inoeased steadilover the
past 2 yas—from 10,000 aa@s in 1995
to 13,000 in 1996 and 18,000rf1997.

Rice Piices Shav
Stead Strength

The 1997/98 seasowerage famm price
for rough—unhus&d—iice is pojected to
be $9.25 to $10.25 per cwtjth the mid
point 15 cents belw last seasos’$9.90.
The 1996/97 seasomwaage plice was the
highest since 1980/8and this gars pio-
jection would be the second highest.
Since 1980/819nly the 1995/96 season-
average piice exceeded $9 per cwit.

U.S. Rice Stocks Drop to Lowest Level Since 1980/81
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U.S. rough ice typically traded &$6-$9
per cwt flom 1982/83 thwugh 1994/95,
although in the mid-1988, when &ports
were stgnant or delining, some monthi
prices dopped to just $4-$5 per cvand
the 1986/87 seasomnarage famm piice
dropped to just $3.75 per cwt. 8 fam-
level monthy-average piices stated to
climb in the second half of 1995
response to contired gowth in U.S. rice
consumptiona smaller US. crop, and
increased wrld demand ér high-quality
rice impots. Since Neember 19950.S.
farm piices hae exceeded $9 per cwit.
Monthly rice piices contined to rse dur
ing 1996/97 and ha& averaged aver $10
per cwt since aruary 1997.

This sping’s stong US. rice piices vere
suppoted by expectdions of extremel
tight domestic suppliegspecialy for long
grain fice. The 1996/97 m&eting year
ended onuly 31 with total ice sto&s
estimaed d 23.9 million cwt and a stés-
to-use atio of 13 pecent,both davn
slightly from the pevious years alead/
low values.The 1996/97 stdes and
stodks-to-use atio were the lavest since
1980/81,a year vhen the seasonvarage
fam price for rice was $12.80 per cwt.

For long gain rice—which accountsdr
neaty 70 pecent of US. rice poduc
tion—ending stoks in 1996/97 wre only

Stocks -to-use ratio

88/89

92/93 96/97

1996/97 estimated, 1997/98 projected.

9.1 million cwt,yielding a stoks-to-use
ratio of 7.4 pecent. In adition, the
delayed planting this gar inTexas—
typically the frst stde to havest ice—
meant thathe 1997 harest bgan laer
than nomal, stretching last wars stoks
further and ading to the alkead/ tight
long gain suppy situaion. Long gain
stodks and stoks-to-use atio had
dedined eat year since 1993/94.

The medium tain situdion in 1996/97
was less tightwith ending stoks estimé
ed a 14.2 million cwt and the st&s-to-
use gtio a 24 pecent,although both
were davn from a ear edier. An 11-per
cent incease in mduction in 1996with
only a \ery small incease in gports in
1996/97 account or the elaively sbun-
dant medium gain suppy situdion.

For 1997/98}otal rice ending stdcs ae
projected to be 24 million cwyjielding a
stods-to-use atio of just 12.5 perent,
down from 13 pecent br 1996/97The
stodks-to-use atio for 1997/98 wuld be
the lovest since 1980/81yith 1996/975
ratio ranking second

The lager 1997 ice ciop is pojected to
raise long gain ending stdcs in 1997/98
to 12.6 million cwt,increasing the stads-
to-use &tio to 9.5 pecent. But gen with
these inceasesthe tight suppl situdion
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will keep long gain piices stong duing
the 1997/98 méeting year

For medium/shdrgrain rice, a smaller
Delta cop and essentiglisteag demand
will pull ending sto&s davn 10.8 million
cwt in 1997/98Jowering the stoks-to-
use Htio to 18 pecent.

World RiceTrade
Stronger Since 1995

A contiibuting factor in stong US. rice
prices has been thavorld trade inceased
to a lecod 21 million tons in 1995 and
has emained han eleated level since
then. Fom 1980/81 thwugh 1990/91,
world rice trade had accountedrfunder
4 pecent of total use and ver readed
14 million tons. Since 199%ade

has accountedf almost 5 perent of
total use

Several factoss eplain the higher beel of
world rice trade in ecent yars. Frst,
strong income gowth in much of Asia has
led to geder demanddr better quality
rice by higher income urban consurser
Seconda reduction in tade batiers has
opened some migets to ice tade—most
importantly the patial opening of the
Japanese and Southokean makets.

Japan impots almost eclusively high-
quality jgoonica-typeice, with U.S.
growers accountingdr neaty half of
these sales. d&tea has thusaf tuned to
India and Chinadr its impots.

Finally, a faster ate of gowth in world
consumption than in pduction in ecent
yeas has aeaded geder demanddr
imported iice. This has been paculardy
true for Latin America. Since 1993razil
has been one of theond’s laigest
importters, typically taking over a million
tons anmally. Argentina and Urgugy
have supplied most of Bril’'s impot
needs.

Thailand is the wrld’s lagest eporter of
rice, and tades a lwad aray of rice types
and qualitiesThe US. exports mosty
high-quality ice, primaiily to theWesten
Hemisphee, Westen Euiope some high
er income Midlle Easten counties,and
Japan. US. rice eports for 1998 ae pio-
jected @2.7 million tonsup 200,000
from 1997 The incease is aasult pi-
maiily of the geder U.S. suppy. U.S.
exports were piojected to ddme along
with rice aceage following the temina
tion of defciency payments in the 1996
Fam Act, but stong demand and lger-
than-epected supplies ke alloved the
U.S. to remain a majorxorter.

U.S. Price Premium Over Trade Competitors Has Widened
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Thai 100-percent grade B and U.S. No. 2, 4 percent brokens are comparable quality milled
long grain rices. Monthly-average of offer-price quotes.
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World rice pioduction is pojected to be
379 million tonsjust belav the 1996/97
recod of moe than 380 million bt 1.2
million tons beleov projected useThese
projections vould result in an almost 2-
percent dop in ending stdcs from a year
eatier, yielding a stoks-to-use atio of
14 pecent,down from 14.5 perent in
1996/97. Global aade is pojected to
reat 18.4 million in 1998up from 17.9
million this year and the thit highest on
recod. The combin#ion of tighter sup
plies and geaer trade limit the likelihood
of ary drop in trading pices flom the
alread high levels of 1996/97.

El Nino Delays
Asian Monsoon

El Nino—a peiodic warming of the topi-
cal Racific Ocean thhaltels weaher pa-
tems in topical and subtpical egions—
is curently affecting weaher in pats of
Asia, westen SouthAmerica, and
Australia and will contiie to afect
wedher into the spng of 1998 While
current pojections assume nol weah-
er for the emainder of the 1997/98ayp
year anaysts will dosely monitor El
Nino for ary potential impacts on op
production.

Thus fr, the weaher efects of El Nino
have induded a delged and awrtic mon
soon in pats of South and Southedstia,
which has disupted nomal rainfall pa-
tems in sgeral major ice pioducing and
exporting counties.About 90 pecent of
the world’s rice ciop is gown inAsia,
with much of theAsian cop dgpendent
on the timing and consistenof the
monsoon.

Rice gowing aras inThailand—the
world’s laigest ice exporting county—
and in the Philippines and Indonesia—
two of the vorld’s laigest ice impoting
counties—ake &peliencing doughts.
Drought has also &dcted the pmary
rice gowing region of Australia. In con
trast,India and Bangladesh V& expeli-
enced heay rain and fooding in their
main iice gowing aeas. Rits of westen
SouthAmerica hae faced torential ains
as vell.
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